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The lessons of history 
In 1985, Television New Zealand was funded by advertising and through an annual license fee; $45. 


For more than a decade there had been increasing public pressure on Television New Zealand to 
devote at least a portion of its television schedule to “non profit, non-commercial, public 
broadcasting.” We excerpt with full respect the words of author - researcher Patrick Day in “Voice & 
Vision, A History of Broadcasting in New Zealand.” (1) 

“(the BCNZ/TVNZ) board operated for its first years with no clear understanding of the 
government’s broadcasting policy. A broadcasting board treads a narrow line, acting with 
independence while adhering to broad government policy that effectively sets the parameters within 
which it may act. When that policy is unclear, a board is not more free but, rather, lacks direction. 
Such uncertainty of policy had prevailed before. In 1982, after the new board was appointed, Muldoon 
appeared at the next monthly meeting, a constitutionally proper but unusual action. The board, not 
seeking specific orders but aware it was required to follow general government broadcasting policy, 
took the opportunity to ask the prime minister what the government wanted from the BCNZ. Muldoon 
chuckled but was unable to give a clear direction: according to one board member, he said, “Like all 
else we do it is seat-of-the-pants stuff.” (p. 327) 

Following the Muldoon era, a new Labour government under Lange began the process of readjusting 
the country’s economy to the free market basis it continues today. Lacking clear direction, restricted 
by a lack of funds in producing non-commercial television, the mid 80s Lange appointed Board came 
to the realisation, as Patrick Day writes, “ ...that a small population base meant New Zealand could not 
afford a fully non-commercial channel ... (with) a growing suspicion in the board that the Labour 
government, like its National predecessor, had little commitment to public broadcasting television. 
(And) without the support of government policy or necessary funding, the board decided it must move 
further towards full commercialisation of television.” (p. 353) 

By 1987, technology was playing an increasing role in the direction of TVNZ. Day: “The satellite 
developments greatly assisted the TVNZ desire to improve its news programmes and make them more 
immediate. There was, too, a concentration of news and current affairs programmes on TV1 and a 
growing demarcation between the two channels which had long had a pronounced similarity. This was 
in readiness for possible changes anticipated after the 1987 election. Commentator Warren Mayne 
described that 1987 formula for TV1 as ‘upmarket information and British entertainment-based 
programming that tends to attract lower audience numbers compared with the more populist TV2 
line-up’. If Labour or any future government decided on a full split of public service and commercial 
broadcasting TV 1 would be the non-commercial channel.” (p. 365) 

“Broadcasting policy (would turn out to be) a minor issue in the 1987 election. The Listener 
regarded it as likely, whichever party won, that TV1 ‘will come closer to be an upmarket 
non-commercial network and that the control of the two networks will be separated.’ National’s policy 
was closer to this (scenario). It included TV2 being sold into private ownership to become a 
commercial channel in competition with then future TV3. But it (National) accepted that public 
broadcasting properly belonged on a distinct channel and that channel should be TV1 - if not 
non-commercial, it would at least have fewer commercials. Commentators, however, had misread 
Labour’s intentions. The party's policy was unclear before the election, though the principles by which 
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URDOCH PAID. 
$825 MILUON FOR 
THE TELEVISION 


__ AS MINISTER OF 
BROADCASTING, MY 
ADVICE |S YOU SHOULD 
RELAX. YOULL BE PAYING 
FOR MUCH OF IT WHEN 
YoU ARE FORCED TO 
SUBSCRIBE TO SKY TO 
WATCH THE GAMES... 


JoTHER RUGBY RK 
TTie NEXT TEN 
Years, A Lot OF 
Tyou wonpereD 
|WHERE THE MONEY 


Tom Scott in the Evening Post. 


Labour was structuring SOEs were well understood and they could be expected to apply to 
broadcasting. But this was not announced publicly and addressed in detail until 1988 when SOE 
minister Richard Prebble described the plan as ‘the most far-reaching restructuring and deregulation of 
broadcasting not only in this country but anywhere in the world.” (p. 367) 

“What had in the early 1970s still been an undifferentiated ‘broadcasting’, where commercial 
stations with their community orientation were justifiably part of the New Zealand tradition of public 
broadcasting, was by the mid-1980s being seen as commercial and non-commercial. New Zealand 
was joining the rest of the world in accepting one hallmark of public broadcasting, namely that it is 
non-commercial. The job of the board was to identify the public service activities of the BCNZ, 


4/ Patrick Day, a Senior Lecturer in Education Studies in the School of Education at the 
University of Waikato (NZ). Quotation extracts from Volume Two of two-book series; Auckland 
University Press, 2000; ISBN 1 86940 233 2; highly recommended. 
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which, therefore were properly funded by the licence fee, and to distinguish these from commercial 
broadcasting.” (p. 369) 

“A non-commercial TV1 remained the BCNZ preference to the end (of BCNZ as an entity). As the 
government was making its decisions on the future of broadcasting, (it was ) recommended that TV1 
should be largely funded by licence fees and carry more local content and a wider range of social 
service programmes. This would leave TV2 as fully commercial and competing with the private TV3.” 
(p. 392) 

“Many of the changes in TVNZ were to do with purposes other than broadcasting. Although aiming 
to do better than TV3, TVNZ still expected to lose some of its audience share and so acted to 
compensate for loss of revenue. Its tactic was a policy of cost cutting combined with business 
diversification. The money saving was most noticeable in the decline of staff numbers. By the end of 
1990, full-time TVNZ staff numbered around 1200, 800 less than three years before.” (p. 396) 
“Diversification was intended both to compensate for any loss and to take advantage of the newly 
deregulated environment. The (BCNZ and then renamed TVNZ) board led a series of changes by 
which they became an electronics communications business; a substantial amount of the company’s 
activities were outside what appeared on the nation’s television screens. Much of this orientation 
centred on Broadcast Communications Limited (BCL), the transmission and engineering facilities of 
the BCNZ which were separated into a distinct company, wholly owned by TVNZ. By 1992, just on 
40% of TVNZ’s income came from other than television advertising. By 1996 it was over 50%.” (p. 
397) 

“Politically, the commercial nature of television is regarded as an asset, as is shown by the 
government’s policy regarding dividends from TVNZ. There has been (since 1990) consistent pressure 
for those to be as high as possible. During Corban’s chairmanship, dividends were kept at 40 per cent 
of profits but they rose considerably during the terms of successors, Norman Geary and Roseanne 
Meo, with dividends of 70 per cent normally required by the minister (of broadcasting). This has 
meant an impressive contribution to the country’s public accounts, but it has not allowed TVNZ to 
keep investing in and maintaining equipment for its two channels and it has been less able to make and 
purchase programmes.” (p. 409) 

“The decade (1990 - 2000) was notable for a reluctance by the National government to retain 
ownership of TVNZ. The Listener was the first to go: in November 1990 Wilson & Horton purchased 
a majority share holding. In late 1997, TVNZ retained 20 per cent and sold the other 80 per cent of the 
Natural History Unit to Twentieth Century Fox, which is itself owned by Rupert Murdoch’s News 
Media Corporation. In 1998 South Pacific Pictures Ltd., TVNZ’s production company subsidiary, was 
sold. In 1999 the TVNZ share holdings in both Sky Television and Clear Communications were sold. 
Such sales made TVNZ a specialised television programmer and reversed the policy of the early 
1990s which had developed the company into a diverse electronics communications business. They 
seemed to prefigure a complete sale of TVNZ by a government which both desired funds for other 
purposes and was reluctant to continue involvement with a commercial concern operating in an 
environment of rapid change and uncertainty, and in need of considerable capital to update its 
technology.” (p. 411) 

With that as a preface, here now an interesting parallel report describing how the Canadian CBC has 
disintegrated-from-within for reasons that may seem all to familiar to those who understand the 
present situation in New Zealand. 

( Author Dan MacLeod left Boston after high school to play hockey in Canada and, 24 years later, 
still lives there. Apart from working at the CBC, he has written for a variety of papers, including La 
Presse, Le Devoir, the Toronto Globe and Mail and The Boston Globe.) 

Tony Westell, who lives in Toronto, is the kind of guy you'd expect would watch the Canadian 
Broadcasting Corporation (CBC). A retired reporter, he worked for two of Canada's best-known 
papers and has taught journalism at Ottawa's Carleton University. Although he arrived in Canada 
over 40 years ago, he still has that upper-class Brit accent. "I feel | SHOULD watch CBC, but for 
some reason | don't. | usually watch TVO [Ontario public TV] or American PBS." Montreal-born 
Alistair Sutherland is the editor of The Mirror, an alternative weekly for which he writes a media 
column. He says, "It should be a pleasure to listen to CBC radio, but it's more like a chore. And 
there's obviously something wrong when countries like Holland produce quality TV series and we 
don't seem to be able to." Science reporter Gilles Provost is ex-president of the Radio-Canada 
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(French-language CBC) journalists' union. "The English side has a real problem," he says. "They've 
lost their viewers." Which is what the new CBC president, Robert Rabinovitch, stated when he 
announced 670 layoffs and the closing of a dozen regional newsrooms. "CBC Television's share of 
the early-evening news audience is less than half of what it was a decade ago," he told a 
parliamentary committee. “During the 1990s it dropped from 28 percent to 13 percent.” In Toronto, 
Canada's biggest city, the share was two percent. And it wasn't like everyone was watching U.S. 
stations on cable; Rabinovitch had a bar graph showing that 67 percent tune in to CTV, Canada's 
main commercial network. CTV makes a killing showing almost nothing but American shows, but their 
network and local newscasts aren't as glib or half as politically correct. Viewers see people who look 
and act a lot like themselves. (Although the local weather-lady says things like, "Now the storm has 
sweeped across Central Canada ...") Whereas, when | began at CBC radio in 1982 and mentioned 
how nobody | knew listened to our station, a reporter said: "It's good when our ratings are low. It 
means we're being intellectual." Of Public Broadcasting and Canadian Culture The Canadian 
Broadcasting Corporation was created by act of Parliament in 1933 to provide national radio in both 
French and English, the country's two official languages. It was specifically set up to safeguard 
against Canada's being overrun by U.S. culture (to paraphrase a government minister). When 
television came of age a generation later, that sentiment seemed all the more clairvoyant. In fact, 
from the '50s through the '70s, the CBC was one of the world's great public broadcasters. But the 
Corporation was also evolving into its own self-contained world of bigger budgets, exploding 
infrastructure, myriad administrators and, ultimately, a kind of on-air arrogance. By 1984 a memo was 
pinned up in CBC newsrooms across the country: "Don't wear your fur coat in the studio." Now, after 
16 years of government cuts coupled with a stubborn in-house refusal to change, the Corporation is 
an object of derision for stand-up comics and columnists alike. What's left of the "people's network" 
remains out of touch, and the citizens who pay the bill are staying away in droves. The CBC is well 
on the road to oblivion. In the native communities of the far north, in the small fishing villages around 
coastal Newfoundland and the small towns that dot the prairies, people have been listening to news 
of the outside world on CBC radio for over half a century. A lot of Canadian novels describe dad 
sitting in front of the old set on Saturday night listening to the hockey game from faraway Montreal or 
Toronto. With the advent of television came CBC programs celebrating the good old days in Prince 
Edward Island or life as a beach bum in British Columbia. Radio-Canada produced dramas that 
resembled theater and were watched by millions of people week after week. The CBC can rightly 
boast of an uninterrupted tradition of excellent sketch-comedy from "Wayne and Schuster" to "SCTV" 
to "The Kids in the Hall" to the present, and brilliant, "This Hour Has 22 Minutes." Unlike the States’ 
PBS, the CBC is mainstream: from the '50s on, it was the news channel, the sports channel, the 
concert channel, the made-in-Canadasitcom and drama channel. Canadians, and especially 
Quebecers, constantlyrefer to the shows they watched as children, and it's much more Ed Murrow's 
"greatest classroom in the world" than my American memories of "Gilligan's Island" and "I Dream of 
Jeannie." But sometime during the '70s, a lot of the people who worked at the CBCbegan to confuse 
it with the post office. These employees had “permanent status"; once they got "inside the building,” 
they had a job for life. The government wasn't supposed to interfere with editorial content or 
day-to-day operations, but CBC staff were de facto civil servants. After the recession of 1971, that 
kind of position became very attractive indeed. Full disclosure: | worked for both Radio-Canada and 
the CBC from 1982 to 1996 (a total of seven years full-time) as a reporter-producer. As critical as | 
am of the way things are, | also believe in the importance of the CBC in a country that is fast 
becoming a mere extension of the United States, thanks to the new world order of free trade and 
multinational corporations. And | truly feel that most of the problems at the CBC are not due to 
government cutbacks but are the result of the stubborn arrogance of the Corporation itself. From 
what I've witnessed, an incredible number of employees (from hierarchical bottom all the way to the 
top) don't care all that much about the institution that employs them. It was one of the first things that 
struck me as a college-kid freelancer 18 years ago, back when | thought it was pretty much an honor 
to be allowed to run around Moncton, New Brunswick, with a tape recorder. The BBC has seven and 
a half times the CBC budget, and although the U.K. has double the population and that empire image 
to keep up, the CBC covers a lot of territory. Beginning with Northern Services, which provides 
native-language radio "from sea to sea to [Arctic] sea," as we say in Canada, there are four national 
radio networks, two in French and two in English, as well as national TV in both languages. All this 
costs $670 million. (A 24-hour news channel in each language is paid for via cable fees. ) Since 1988, 
the CBC has seen its budget chopped by around a third and its workforce by nearly half. However, in 
addition to news, current affairs magazines, children's programs and "Hockey Night in Canada," the 
CBC makes it possible for musicians to get heard (especially in French). They're paid for a radio or 
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TV broadcast and walk away with a demo with which to get more work. Young filmmakers often get 
their first shot on CBC, and little-known Canadian writers sometimes find themselves semi-famous. 
Montreal Gazette TV critic Mike Boone says, "The CBC is Canada’s most important cultural 
institution, bar none." He pauses, adds: "By far." Everyone | spoke to — including people who've lost 
their jobs in the topsy-turvy world of Canada's Public Broadcaster over the past decade — went to 
great lengths to say they didn't want to see the CBC disappear. And people who "hardly ever watch,” 
who "don't know where it is on the [radio] dial" — Francos and Anglos alike — say it's "important for 
the kids." Even if it costs a billion bucks a year, most everyone agrees it's worth it. 

Unfortunately, as sincere as those ex-CBC employees may want to be, they exhibit the opposite of 
"an axe to grind" when they speak of the corporation where they used to work. In both French and 
English, both radio and TV, the CBC is the only game in town. My colleagues may be "outside the 
building" now but they hope against hope they'll find their way back inside someday. There are four 
commercial TV networks in Canada — two in French and two in English — and, for the most part, 
they're a joke. They exist to make money for shareholders; they spend virtually nothing on current 
affairs, arts and culture, or Canadian programming in general. The Global network's Montreal 
"newsroom" is closed from Friday night to Monday morning. Anyone interested in serious broadcast 
journalism doesn't think of a career outside the CBC or, if they're French, Radio-Canada. Which goes 
a long way toward explaining why a good number of people haven't returned my calls on this story. 
Some are still inside the building, some not, but everyone seems worried at the idea of going public 
with the horror stories they routinely tell their friends. 

Two recent news items help explain this. First, Radio-Canada TV reporter Normand Lester reported 
that the one-minute bits of Canadian history that run on the CBC and Radio-Canada, which everyone 
thought were privately funded, were in fact cofinanced by the federal government. Seeing as how 49 
percent of the Quebec population wants to separate from Canada, this can be seen as blatant 
federalist propaganda. Lester was immediately moved to the international desk and now voices 
stories over foreign tape. Then, a couple of weeks later, a CBC reporter was suspended without pay 
for defending, in two letters-to-the-editor published in the Ottawa Citizen, the regional newsrooms 
that were scheduled to be closed. According to the Canadian Press wire service, Peter McKinnon 
"didn't want to comment [on his suspension] as he claims he was threatened with being fired ... if he 
talked to other media." But if CBC management hates being criticized or embarrassed, so do its 
employees. A third story, which made front pages in Montreal, is exemplary. Radio-Canada has just 
been condemned to pay nearly a million dollars for destroying the career of a local public-relations 
person. After a TV report concerning one of his clients, Gilles Néron asked to meet with the 
journalist, claiming she made five errors. When she didn't return his call, he wrote a letter asking, 
again, to discuss the report. However, his letter contained a couple of its own errors and, instead of 
getting the chance to sit down and chat with the reporter, Johanne Faucher, Mr. Néron became the 
subject of her next report. According to Superior Court Judge Claude Tellier, the reporter and her 
producer were angry that Mr. Néron dared to question them and wanted "to show the author [fof the 
letter] that you don't go after journalists like that." 

Antonia Zerbisias, a TV critic I'm talking to on the phone from Toronto, sounds increasingly upset. 
What was supposed to be an interview has turned into a debate. | say, "But, geez, with all the budget 
cuts and layoffs, the CBC keeps spending money to develop these new TV series and none of them 
ever work." The shows appear out of nowhere, often in the middle of the season; they're heavily 
promoted, then they disappear. | list half a dozen. "What about the Americans?!" She says 200 pilots 
gave birth to around 40 shows of which maybe 10 succeed in the United States each year. She says: 
"I'm really worried, Dan ...You could do real damage." If | can do serious damage to the CBC, then 
something is seriously wrong. 

For all the changes, the job-loss, the half a billion Canadian dollars gone from the budget, nothing 
much has changed. One of the nearly 5,000 people who've "disappeared" in the '90s, a journalist | 
used.to work with, says, "The bosses still have money to decorate their offices. And reporters still go 
to Paris and London and interview the same academics and politicians and journalists we always 
interview." "Field reporting" at the CBC usually means a conversation with the kind of people who 
write op-ed pieces and appear in round-table discussions on TV. A good interview is one where, at 
the end, the interviewee invites the reporter out for drinks at the kind of café where famous people 
are sometimes seen. More surprisingly, all those bosses who took $100,000 buyouts (and get partial 
pensions as early retirees) are "still in charge. Except now they run private production companies, 
usually with their wives as vice presidents, and they cut deals with their friends at Radio-Canada," 
SayS a person who used to work inside the building and now works for those very production 
companies. 
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"Actually," says Dan Oldfield, a journalists’ union rep in Toronto, “productivity is up nearly 50 
percent from what it was a decade ago." He talks about how hard staffers work these days. Some 
music producers double as hosts, for example. In 1996 — my last stint with CBC radio — the office 
secretary was failing to do two jobs at once, while the host of the noon show was coming in early to 
do the morning show's press review. But in the upper echelons, life goes on much as before; indeed, 
sometimes it's easier. One result of all the confusion is that nothing is done that bosses or producers 
don't want to do. Anything pitched from outside a very limited circle has little chance of happening. 
The reason is always: "There just isn't any money!" 

It used to be easy to go in and pitch ideas: you said hi to the old guy in the uniform, you signed the 
book and took the elevator. A lifelong freelancer tells me, "It's humiliating these days." As its 
buildings have emptied, the CBC has spent millions of dollars on sliding Plexiglass barriers operated 
by computer card. Those without cards, even if they have a meeting, stand around looking 
embarrassed while security confirms the meeting by phone. Those who still work inside the building 
come and go, and gawk at those who don't. 

The "People's Network'"— Whose Money Is. It Anyway? 

In 1994 | was in Berlin on a Goethe Institut language scholarship. | wanted to stay on in the fall to 
cover the German elections and the fifth anniversary of the Fall of the Wall for Radio-Canada, the 
French-language station of the Canadian Broadcasting Corporation (CBC). | was willing to do two 
radio-docs for a total of $800, and a network producer wanted them. But the executive producer — 
with whom I'd. had problems — vetoed my participation and, instead, sent a-staffer. This involved 
salary (well over $1,000 a week), airfare, hotels, the still healthy Radio-Canada per diem and .. a 
translator! It's not an exaggeration to say that, as more people were being laid off, this bit of personal 
enmity cost the CBC 10 times the $800. This kind of story isn't uncommon, and it usually isn't 
personal, just pig-headed. The CBC cuts began in 1984, but even the journalists' unions admit it was 
only after a second round, in '88, that things began to get serious. Then there were three more waves 
of layoffs in the early '90s. Still, as late as November '96, a network department head told me that "up 
to now, we've managed to shift folks around, keep the ones we wanted. Next spring a lot of people 
are going to lose their jobs." 

He might just as well have said "real people." And the way he gestured with his hands made it 
seem like a fairly amusing shell game. In fact, over 3,000 people were already gone from the CBC. 
Numbers are nebulous, and even the unions don't agree on just how many jobs have been lost in the 
past 12 years. After the fifth or sixth wave of cuts, one would have expected freelancers to be in 
demand for basic economic reasons. Ironically, the contrary occurred. Shows become exec heavy, as 
freelancers, then contractual workers, were sacrificed. Broadcasts became studio-bound (even in 
radio, which is absurd). Yet the always expensive, and often poorly done, "special projects" 
continued on as if nothing was wrong. In 1996, Radio-Canada did a summer series on "exclusion," 
the European buzzword for the nightmare effects of unemployment in the West (which, all the pundits 
agree, will only get worse). I'd guess it cost over $60,000, a lot of money in radio. Academics 
abounded in that series, which opened with a grad student assuring us that panhandlers made better 
than minimum wage. | knew trilingual translators, bilingual lawyers, research scientists with Ph.D.s 
who cashed welfare checks each month. In '96, one in four adults was without work in this city. But 
somehow — and | suffered through all of the 500-odd minutes of the series — every single clip from 
a "poor person" was about drug addiction or alcoholism or a welfare-family upbringing. Over on the 
English side of the building, some 20 fulltime people were working on, or responsible for, Montreal's 
three daily radio shows. But only one of them was going outside to do any reporting. Then again, that 
may have been just as well; in this, the world's third-biggest francophone city, a surprising number of 
CBC staffers can barely speak French. Most live in an English enclave. And most of the younger 
ones who do speak French have accents that make paint peel. 

Corporate Culture Vs. Culture 

Between 1986 and 1993 the homeless population in Montreal nearly doubled, with more women 
and thousands more children out on the streets. There was a new "homeless paper," a concept that 
hadn't yet become commonplace across North America. | phoned the woman who ran L'Itinéraire and 
she sounded skeptical. | put it down to her being camera-shy; she was a former homeless person 
herself. When | visited her at the drop-in center/newspaper office, she served me a coffee, then said: 
"| just had a real bad experience with TV. You said Radio-Canada?" | was on high ground here; 
compared to the commercial networks we were saints. If anything, we didn't sensationalize enough. 
She looked at her shoes and said: "That's what | thought you said on the phone. It was that girl from 
your 6 o'clock news." | worked for the national magazine, on a whole different floor, but | still thought 
she had to be mistaken. She said, "I'm telling you because the people who help with the paper might 
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be a bit rough on you."A month or so earlier, Radio-Canada had swaggered in with a camera crew, 
an overdressed producer and a reporter who was "a real bitch," according to the woman. She told 
five or six homeless people sitting at the table that they should move around and "make it look like a 
real newsroom!" They revolted like Gandhi, simply going on with their story meeting. "So the reporter 
stomps away, and the producer comes over, and she says 'Look, if you can't make this story exciting, 
there are plenty of other groups that need the exposure!" In the civil-service mindset, you can act 
like a mogul even though nobody goes to your movies. You can play at Hollywood in a very small 
pond and with the taxpayers’ money. The corporate culture of cowardice and intimidation is probably 
why most younger researchers and journalists and production assistants — and many of the 
not-so-young — have adopted a self-deprecating attitude, doing what they're told, kissing up, 
watching their backs, going home the minute their shift is over. Public broadcasting is no longer a 
privilege but a way to make decent money, where the watchword is "don't get involved." "Employees 
are creative, but management won't listen to us. They're close-minded,” says CBC union rep Dan 
Oldfield. The new 30-somethings have come into the building with an intrinsic understanding of the 
way things work. They missed the '60s and '70s and look back on that festive egalitarian mindset as 
naive. And they're arriving in a building which has been half-emptied; entire floors are rented out to 
private-sector companies. They also have absolutely no job security — in fact, quite the contrary. 
The Future Is Past 

The phone rings at 10 p.m. and it's Patrick Watson, who apologizes for calling so late. I'm amazed 
he's calling me at all. My message was along the lines of "you don't know me but I'm doing a story on 
the CBC." Patrick Watson was chairman of the board of the whole shebang — French, English and 
native, radio and TV — when all hell broke loose at the end of the '80s. From a Canadian 
perspective, it's like the ex-president of NBC is on the phone. The story has been a real chore to do. 
I've been at it for two weeks; maybe 10 people have managed to duck any sort of conversation, 
others speak on condition of anonymity, and the deluge from Antonia Zerbisias — "But don't you 
think the CBC has a problem with elitism? Have you ever seen public broadcasting in other 
countries, Dan? Have you ever been to a foreign country?" — has left me feeling like people are 
going to be after me with hounds. Like I'll never work in that building again. | say, “The CBC has 
been a big chunk of my professional life, of my adult life. It's a bitch to write about it, there's a lot of 
memories involved." That everyone's being so paranoid hasn't helped either. 

Watson says, "You know how it was when | started out in the '50s? We used to bring bag lunches 
and all of us would sit on the floor in this one office and throw ideas around. We were creating 
something, and it was important. It was exciting, we were all in it together, we weren't trying to get 
ahead by screwing each other or any of that kind of shit. It was really wonderful ... convivial.” 

"My first summer, in '82," | tell him, "it was like almost everybody was unhappy, bitter, jealous of 
each other. And whether it was Moncton or Montreal, English or French, radio or TV, it's almost 
always been like that.” He sighs. "That's not the way it was when it all started." When | got this 
assignment | sent e-mails off to journalists in South Africa, Egypt and Russia. What were the 
challenges public broadcasting faced in their countries and cultures? Nobody bothered to reply. So 
maybe this is a 1939 Poles-on-horseback versus Germans-in-tanks deal; maybe networks like the 
CBC are doomed, and the whole thing is a tremendous yawn. 

Watson says, and it's obvious this is something he's said before, "A nation is defined by the extent 
to which its citizens use the word 'we."' And that, he says, is what public broadcasting is all about. 
Watson has worked in the U.S — he hosted "Live at Lincoln Center" for eight years — but he tells 
me, "In Papua New Guinea they don't even have television. They know they can't compete with 
American culture, so they keep the pictures out." He says, "In rural Egypt | saw people watching 
"Dynasty." And a public broadcasting manager from Lesotho told me 95 percent of their programming 
came from either the United States or England." In Canada, the saying goes, we "sleep next to the 
elephant." As Watson says, "That elephant farts and talks in a loud voice." 

Mike Boone, TV critic of the Montreal Gazette, says, "I'm sorry Rabinovitch's first move was 
blocked." The new CBC president wanted to totally revamp the evening news, but, after protests in 
far-flung regions, his plan was watered down by half. Boone says, "I think he can give the CBC a 
fighting chance at survival in the 100-channel universe." Although CBC radio is commercial-free, its 
TV isn't. Rabinovitch wants to "reduce commercial presence and clutter," make watching the CBC as 
distinctive as listening to it. And he wants to get back to what was done well in the past: 
noncommercial children's programming and arts performances, more documentaries and 
"high-impact specials." Boone doesn't think the CBC will ever be "privatized," something that's 
always being discussed in the papers. Like union guys Dan Oldfield and Gilles Provost, he asks who 
would come in and spend hundreds of millions a year to do all those things that simply don't pay. | 
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ask Boone the other popular question: "What if we became like PBS, asked viewers to chip in?" 
Boone audibly snorts on the other end of the line. "Well, then you can put the key in the door." 
Micheline Provost (no relation to Gilles), the new president of the Radio-Canada union, says, "You 
know the patio out back where we used to eat?" She means behind the 23-story Maison de 
Radio-Canada. "Well they're putting up a four- or five-story building back there; it's costing $44 
million." Supposedly, all that equipment, bought 10 years ago when the two 24-hour TV networks 
took the air, is outdated. They're going to set it up in this new building behind the half-empty (of 
CBC-ers at least) skyscraper. Plus, archives will move there; they'll be renting more space in the old 
building to private production companies (which thus gain access to the National Broadcaster's 
fabled archives, "and this is our competition!"). I've known Micheline for a dozen years; she was the 
production-assistant on the majority of my French-radio docs. | say, "You think Radio-Canada" — by 
which | mean the CBC at-large — "will be gone in ten years?" She says, "Try five?" 


Television as we know it - end of an era? 

While the Canadians are wrestling with the possible loss of their national icon CBC, replacements 
for the “national radio/television hearth” are rushing in to fill the void. The speed of new technology is 
today not limited by creative juices but may be severely restricted by rules asnd regulations and 
agreements which were designed for an era now passing. Bridging from “broadcasting” to whatever it 
is that follows will be a significant challenge for both the laws and the operating procedures in place 
for more than half a century. We have two examples of this, one from Canada, another from New 
Zealand. 

Net TV firm set to guard Canadian border. A looming copyright battle in Canada could soon offer 
one of the first major tests of technology that promises to establish national borders on the Net. At 
issue is a plan by Canada's JumpTV to offer live network TV over the Internet--a strategy that recalls 
an earlier venture by Toronto-based iCraveTV, which collapsed in a chaos of lawsuits last year. 
JumpTV, which has yet to turn on the most controversial part of its service, says it will avoid the 
lawsuits by limiting its viewership to Canadians, with technology that purports to pinpoint Web surfers 
by country, region and even ZIP code. If implemented, it would be the first time a high-profile Web 
entertainment service has set up a technological walled garden attempting to eliminate the international 
reach of the Web. That has sweeping implications for the entertainment and broadcast industries, 
which have resisted putting some content online for fear of disrupting their local TV distribution 
systems. JumpTV hopes to take advantage of Canadian broadcast laws that allow retransmission of 
local TV signals without permission--as long as appropriate royalty fees are paid. But broadcasters 
contend those rules do not apply to the Net. They are preparing for a legal showdown aimed at halting 
the service before it begins. Among other things, broadcasters warn of a Napster-like catastrophe for 
the TV industry if JumpTV is allowed to proceed, kicking off a regulatory battle that could help shape 
the future of online TV in Canada and elsewhere in the world. Allowing JumpTV and others to 
operate "could cause incalculable damage to local TV stations and put their basic economics in grave 
jeopardy,” the National Association of Broadcasters (NAB) wrote in a recent missive to Canadian 
regulators. "It is not an exaggeration to say that Internet transmissions of TV stations could cripple, if 
not destroy, the U.S. and Canadian successful system of free, local, over-the-air television." 

Much of the dispute turns on subtleties of Canadian copyright law. But it could also have 
far-reaching consequences for online TV in general by offering a test of nascent technology for tracing 
the geographical location of Net users. Such technology has been in the spotlight before, most notably 
during Yahoo's run-in with the French government over the auction of Nazi memorabilia on its site. 
The Web giant was ordered filter access to its auction service by region--something the company said 
it could not do. The conflict was resolved when Yahoo banned all sales of Nazi goods on its site, 
leaving the effectiveness of regional filters untested. If Canadian regulators allow JumpTV to proceed 
with its broadcast plans, they could provide an opportunity to prove the effectiveness of regional filters 
and lay the groundwork for a dramatic reworking of the Internet landscape. Although regional access 
filters could create new business plans for companies such as JumpTV and advertisers, they also open 
the possibility for new local restrictions, blocking such content as pornography or even politically 
unpopular speech from certain countries or locales. Unlike predecessor iCraveTV, JumpTV is 
working slowly. Although it already offers streams of television from around the world, it does not yet 
show major-network programming from the United States or Canada. But it plans to add this soon, 
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citing support by Canadian law. Under Canada's copyright law, networks such as satellite or cable TV 
can retransmit local TV stations without asking, as long as they pay appropriate fees for recompensing 
the original copyright owners. JumpTV CEO Farrel Miller says there's no reason why this shouldn't 
apply equally to Internet companies, which in some cases are even using the same cable TV wires to 
transmit their signals. "All we're saying here is that retransmission laws in Canada have to be applied 
on a technology-neutral basis," Miller said. He's asking Canada's copyright office to set up a payment 
structure so he can ensure his company is operating legally. Miller filed his full case with copyright 
authorities in mid-May. iCraveTV made the same argument in early 2000. But it launched its service 
with network TV programming that had been lifted from U.S. stations and was promptly sued. The 
company settled the case before it had a chance to take the issue to regulators. JumpTV, however, 
says it has a way to stop Americans and other foreigners at the borders. Along with some technology 
developed internally, JumpTV is using filters developed by Silicon Valley's Quova, which uses Web 
surfers’ network addresses to pinpoint their geographical location by country, region, and possibly 
even ZIP code. The technology is designed for advertisers that want to offer Web deals relevant to 
their local customers. But it could also serve as a kind of online border guard, stopping anyone who 
displays a Web address belonging to another country. This type of technology does have its 
limitations, particularly when trying to dig down to the local level. It looks at the Internet Protocol 
address of a given Web surfer, generally assigned to that individual's Internet service provider. That 
provider gives some indication of where the customer might be. Geo-trackers can often be fooled by 
anonymity services or other Web privacy tools. The technology is further complicated by cases such as 
America Online, which uses proxy servers that make it appear as though all subscribers venturing onto 
the Net are coming from the company's headquarters in Virginia. Nevertheless, services such as 
Quova's are fairly accurate when simply pinpointing what country a Web surfer is in, analysts say. 
"They should be able to do that," said Van Baker, a Gartner analyst. "There might be a few fringe 
people who are dialing in from across the border or something. But that should be fairly minimal." 
The TV stations, studios and broadcasters that sued iCraveTV remain skeptical, however. They want 
the service blocked to ensure the Internet won't provide competition to their over-the-air broadcasts. 
"We question whether the (regional blocking) actually works," said Dennis Wheaton, a spokesman for 
the NAB. "With the Internet, it's difficult to control boundaries. The whole concept of U:S. 
broadcasting is based on serving local audiences." JumpTV's Miller said he is waiting to decide 
whether to launch the network TV streams on the company's site until the copyright panel rules. That 
ruling is a long way off, he says, but Miller is confident he has the law on his side, even if history has 
so far ruled against him. "If they have problems with the (copyright) laws in Canada, then that's the 
issue they have to address," Miller said. 

Closer to home, the Television New Zealand (TVNZ) and Telstra-Saturn joint venture aiming to 
produce up to 24 channels of satellite television (free to air and pay) in competition to the existing Sky 
Network digital package has attracted some ”strange” if not unexpected press support. Peter Les, 
formerly the head of Asia Pacific Security on behalf of conditional access system creator Irdeto has 
recently been in New Zealand speaking out in favour of his new employer, NDS. NDS is the Rupert 
Murdoch empire controlled encryption system provider which currently services the needs of Sky 
Network, also controlled by Murdoch interests. Iles at the very least lacks objectivity when quoted as a 
“source” for the subject matter that follows (Iles’ comments are technically incomplete and have 
apparently been edited by knowledgeable copy writers at Sky or elsewhere to suit the agenda now 
underway there.). Sky heads for interactivity. Sky is yet to decide who will manufacture its 
set-top-boxes. Sky Television is moving closer to introducing interactive TV along with adbusting 
personal video recorder technology, following talks with conditional access systems company NDS. 
The head of NDS Australia, Peter Iles, met Sky last week, in discussions he describes as "very 
positive". NDS, which supplies set-top-box software to Sky's parent company BSkyB in the UK, is 
expected to be at the forefront of digital pay-TV in New Zealand, where Sky hopes to head off 
TVNZ's alliance with Telstra Saturn. "Sky will be in a position to set itself up in opposition to TVNZ," 
Iles says. However, Sky is yet to decide who will manufacture its set-top-boxes, with both Pace and 
Motorola likely contenders. NDS will supply the in-house software behind the 20-to-30GB hard drives 
used to screen digital TV signals. Iles is sceptical about the status of TVNZ's claim that it will offer a 
free-to-air service, noting that the SOE will scramble their signal so it cannot be picked up by Sky's 
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boxes. "How is that free-to-air?" The initial introduction of Sky's interactive set-top-boxes could see 
email access, news and information services, as well as detailed programme information. That might 
include statistics of sports players, or information about albums show-cased by promotional music 
videos. NDS does not anticipate digital television to fully blossom until the arrival of MPEG layer-4 
video data compression, and believes that until it does, DSL-line transmission is unlikely. Personal 
video recorders, which allow consumers to record only the programmes they want to watch, and not 
attendant advertisements, are also promoted by NDS. Sky's initial approach will likely be a more 
passive one than TVNZ's, since Sky's service here, as in the UK, will focus primarily on "enhanced 
entertainment", says Peter Iles. However, Iles agrees that TVNZ's incorporation of Nzoom into its 
operations could pressure Sky into sourcing more web-based content, perhaps from Xtra, owned by 
Telecom — which owns 10% of Sky — or from newspaper publisher INL, controlled, like Sky, by 
media tycoon Rupert Murdoch. (Iles’ comments are akin to the newly appointed sale manager for 
Ford, ex-Holden, commenting as an authority on a new Holden model car.) 


Wrestling with the future of Australian television 

FOXTEL, Australia's most successful pay TV provider, is a business treading water, going nowhere. 
In an industry that has burned $9 billion in less than a decade, the Foxtel shareholders have built a 
highly successful brand, but have yet to see a dollar in profit. Worse, they fear the glittering prize of a 
potential $500 million-plus a year in profits may be kept forever out of their reach. Foxtel and its 
shareholders — Telstra, News Corporation and Publishing and Broadcasting Limited — have a problem. 
It has come out of left field, and it has the partners snookered. Its name is Allan Fels, of the Australian 
Competition and Consumer Commission. 

The history of Foxtel has been marked by bickering and tensions among the partners. Ironically, the 
Fels problem is the issue that could pull the partners together and get them working as one in search of 
a solution. But in the end, they'll need legislative changes, and that means winning more than the 
support of the Government. They'll also need to win the Opposition or the Democrats to succeed in the 
Senate, and that's a big ask. 

The Foxtel imbroglio is a remarkable case study of a business adrift. Talk to the partners 
individually and it is plain to see there is a great deal of distrust among them; their reasons for being 
there are different; they have competing agendas and each commands a veto over the other. You get 
the impression that battered egos and tit-for-tat vetoes combine to make the Foxtel board one of the 
most dysfunctional in the land. 

It so incenses one key player that he was moved to remark: “It is a bloody disgrace that this 
extraordinary combination of Australia's best and most powerful companies cannot get together to do 
anything. It is a searing indictment that this amazing partnership is going nowhere, doing nothing. You 
have all this money pissed up against the wall, and nothing is happening. It is unacceptable." 

This illustrates the tensions and frustrations of Foxtel. In recent interviews with many of the key 
players among the partners and within the company itself, it seems they are united by just two things: a 
desire to break the deadlock somehow, sometime, and an unwillingness to go on the record. The 
sensitivities are such they are willing to share perspectives off the record and as background, but not 
with their names attached. As a result, this report is necessarily an analysis of the state of play 5% 
years after Foxtel began its pay TV transmissions on October 23, 1995. 

There are four main issues confronting the Foxtel shareholders. 

The first three — ownership, the digitisation of the cable, and program supply agreements — could 
probably be worked out through some top-level negotiations between the heads of News, PBL and 
Telstra. But the fourth issue — disputes over access to the cable — is the one that has them stonkered, 
and until or unless it is removed, there is no immediate imperative to resolve the first three. 

Before the ownership issues can be understood, it is necessary to understand why each of the 
partners is there. A decade ago the best delivery method for pay TV was said to be satellite. By 
delivering a direct-to-home signal from space, you'd achieve 100 per cent coverage of the continent 
for, it was thought at the time, 10 or a dozen channels. (Today satellites carry 50+ channels.) But 
Telstra, under then CEO Frank Blount, did its sums and decided to roll out cable past 4 million 
Australian homes. Telstra figured cable was a long-term money-spinner — a two-way pipe into every 
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lounge room for the delivery of entertainment, home shopping, banking and communication services. 
To justify the investment, it needed a cornerstone client for the cable, and pay TV fitted the bill. 

Telstra's competitor, Optus, decided it, too, should have a broadband cable passing at least 2.5 
million homes. The race to cable was costly, macho, chest-beating stuff, but it was flawed policy, 
especially as the then Labor government actively encouraged both companies to build their networks 
down the same streets. Doubling up infrastructure was considered good policy because it would create 
competition. It's a pity those advising the government forgot about market size, and the inability of a 
market of 6.5 million homes to support two, let alone four, pay TV providers. Telstra abandoned its 
target of 4 million homes and settled for 2.5 million. Optus stopped its roll-out at about 2 million, of 
which 80 per cent overlap with Telstra. Investment in cable reached $5 billion. Australis Media, whose 
Galaxy service was the first to arrive, went broke, losing $1 billion. Austar, which has the regional pay 
TV franchise, is $1 billion underwater, and the Optus and Foxtel investments and losses are about $1 
billion each. And so far, not a dollar has been made in profit. There are 1.3 million pay TV 
subscribers at present, 60 per cent (or 720,000 subscribers) of whom receive their signals from Foxtel. 
Its revenues, including advertising, are about $450 million a year, on costs of $530 million. Foxtel 
might break even at about 850,000 customers, and if the pay TV industry can reach its goal of 35 per 
cent of all homes and Foxtel remains at 60 per cent of the total, its revenues will break through the $1 
billion a year mark, and profits of $500 million a year might be within reach. From Telstra's point of 
view, a half share of Foxtel's profits, plus a carrying fee, would amount to a nice return on its cable 
investment. But there's potentially more in the pipeline. When the Foxtel agreement was being 
brokered between News and Telstra, News won management rights and the right to appoint the 
company's chief executive. But Telstra insisted it would keep ownership of all services other than pay 
TV. Nobody fully understood then that the future of pay TV would be digital, and an interactive 
digital cable into the home would have enormous profit potential. 

Meanwhile, Kerry Packer, who had been dickering with Optus, switched sides and exercised an 
option (granted during the Super League war) to "equalise" with News in Foxtel. There are many in the 
industry who will say News had an agreement with Telstra's Blount that a Packer "equalisation" would 
mean each party would hold 33.3 per cent of the shares. They also say Blount reneged on the deal. 
Whatever, Telstra now holds its original 50 per cent, while News was forced to sell half of its stake — 
at cost — to allow PBL to equalise with it. PBL's reasons for being in the cable TV business were 
defensive. As owners of the top-rated Nine network of free-to-air stations, the Packers wanted to 
protect that business from competition for as long as possible. But it also made sense to have a foot in 
the subscription business to replace profits which would be shaved, in time, from the free-to-air 
industry. 

News Limited, excluded from the free-to-air TV industry in Australia by cross-ownership and 
foreign ownership laws, wants an outlet for the masses of content it owns and distributes around the 
world. It wants to build Foxtel into an Australian version of the highly successful BSkyB pay TV, 
which it pioneered in Britain. BSkyB was losing almost $2 billion a year when it was created from the 
merger of News Corp's Sky TV and its rival BSB consortium. Sam Chisholm, the legendary boss of 
Packer's Nine network in the 80s, presided over one of the greatest corporate turnarounds in history 
when those losses turned to billion-dollar-plus profits. BSkyB last year invested heavily in converting 
its analog signal to digital, and its services are seen as the model for what News wants to achieve in 
Australia. But no matter what digital services Foxtel could create, they are currently outlawed on the 
Telstra cable. So, Telstra is there to drive revenue through its cable; News is there to develop a TV 
business and an outlet for its programming; and PBL is there to protect its free-to-air operation while 
building a bridge to the future. There is a general agreement among the parties that, in spite of these 
differing perspectives, solutions to questions of ownership, digitisation and program supply could be 
found if all shareholders wanted them enough. News and PBL tend to portray Telstra as the industry's 
lumbering giant, unable to make decisions because everything has to go through layer upon layer of 
bureaucracy. News's Rupert Murdoch has been especially critical of Telstra's tardiness. 

But a source close to Telstra says that may not be the case for much longer. Three new faces were 
appointed to the Telstra board last year — John Fletcher, former CEO of Brambles, Catherine 
Livingston, the former boss of Cochlear, and Sam Chisholm. As well, Telstra's former chief financial 
officer, Paul Rizzo, has departed and been replaced by David Moffat, the former head of General 
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Electric in Australia. This "new blood" is reported to be unimpressed with past performances, and is 
determined that Foxtel no longer be allowed to atrophy. A scenario is drawn that involves Chisholm 
replacing Rizzo as Foxtel's chairman, then driving the business down the BSkyB path by resolving the 
nagging issues. Chisholm, having worked for Packer and Murdoch, is regarded as a possible "honest 
broker", capable of devising solutions to the outstanding problems. Issues being discussed are the 
equalisation of shareholdings to one third each, or the floating of 25 per cent of the company so 
Telstra, News, PBL and the public would each hold 25 per cent. 

Given past relationships and the lack of trust among the partners, agreement is unlikely either way. 
Telstra is in no mood to give up any of its shareholding either by equalising or by relinquishing 25 per 
cent to the public. "Nor would Murdoch or Packer, if they held 50 per cent," one player commented. If 
Foxtel is to float, Telstra would demand each shareholder's stake be proportionally diminished, which 
News, in particular, would be unwilling to do. Another bugbear that would require resolution is the 
ownership of some of the Foxtel channels. Fox Sports, half owned by News and PBL, is the carrier's 
most profitable channel. Telstra is reportedly unhappy seeing profits from Fox Sports virtually 
underwriting News's and PBL's share of Foxtel's annual losses. Telstra was offered a share of Fox 
Sports, but declined. News and PBL say Telstra can't complain because its losses are also offset by 
fees for carrying the Foxtel services. But clearly, it is not beyond the wit of the smartest business 
minds in the nation to find a resolution to these problems. The big problem is that there is no incentive 
to do so — and that's the fault of Fels and the ACCC. 

Fels's job is to ensure Australia has a competitive marketplace. He's a corporate sheriff, riding the 
range protecting the public from cartels, price fixing, the threat of monopolies and any perceived 
uncompetitive behaviour. In a sense, he is a law unto himself. While Fels insists he always works 
within the law, the Trade Practices Act nevertheless gives him power to declare that any industry must 
come under his ability to pass judgment on — and therefore, control — issues relating to competition. In 
Foxtel's case, Fels has declared he has control over matters such as access to the Telstra cable, and the 
price structures for its use. The Foxtel partners agree this is a flawed overuse of Fels's powers. They 
say plenty of competition exists among pay TV players, but Fels appears determined to “bust open the 
Telstra pipe", by insisting that program suppliers other than Foxtel should have access to the cable. He 
has set a fee of $2.3 million per channel per year for access to the cable and the Foxtel set-top box. At 
first glance this appears to be reasonable. If a non-Foxtel player, such as the Seven network or Mike 
Boulos's Television and Radio Broadcasting Services (TARBS), has programming and is prepared to 
pay for marketing, subscription management and access, why shouldn't it use the national carrier's 
cable? Open access, it would seem, would help boost the overall business, and collecting all those 
carriage fees would seem a nice little earner for Telstra. 

This gets up the Foxtel shareholders’ noses. They argue they have made the billion-dollar investment; 
they have paid between $750 and $1000 in costs to sign up each customer; they have spent millions 
marketing their brand; they have hoofed it around the streets knocking on doors looking for customers; 
they have built the network, and they believe they have the right to earn their costs back from those 
customers. But Fels's ruling says anyone can come in and use the cable, and the set-top box, for next 
to nothing. "We've paid $1000 for a customer and he wants to give away access to others for 50c a 
piece," said one player. "If you are going to spend the money you should be allowed to be the 
gatekeeper. Under the Fels ruling, we can be bypassed by people who try to build their businesses by 
spamming their marketing pitches to our customers. 

"It's like saying if | had some programming | wanted to get out there and the Seven network had a bit 
of spare spectrum, I could say to them, 'I want it.' I'll agree to pay 15 per cent of my revenue, but | 
don't have any, so that's meaningless, but I demand access to your transmitter and your staff and the 
ACCC says I can." 

At the moment, there is a limit on how many analog channels are available on the Telstra cable. 
Foxtel says it is just a few. But under a digital regime, more than 100 new channels would become 
available, and access fees per channel would logically be a lot less than the currently stipulated $2.3 
million a year. So far Fels has not "declared" the digital cable. But the Foxtel partners fear he will and 
they ask: Who in their right mind would invest a further $200 million to $400 million in digitising a 
cable that would be available to all and sundry for next to nothing? 
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As one partner said: "We've taken all the losses up front and Allan Fels wants to give away our 
profits to other people." Another said: "Why would we roll the dice to digitise when we would be 
compelled to give our business away at a loss? Why would you bother?" 

The Fels intervention has snookered the players, at least for the time being. Attention is now being 
directed to a Productivity Commission draft report on the operations of the pay TV industry that raises 
the possibility of a 10-year "holiday" from the ACCC declaring control of the digital cable. This 
would allow the industry to develop without Fels's intervention, but it would also require legislative 
changes. The commission's final report is not expected until later this year and any action will be in the 
hands of the next government. There is no guarantee of government action. Productivity Commission 
reports have a habit of sinking to the foggy bottom. And, no matter who is in government, it will not 
control the Senate. Therefore, any legislative changes will need to have the backing of both 
government and opposition, or sufficient minor party senators combining with the government to 
ensure passage. Such political wrangling makes the future anything but clear. 

The Foxtel partners say impediments to the digitisation of the cable are contributing to Australia's 
reputation as a technological backwater, which in turn is weighing heavily against the value of the 
Australian dollar. It seems a high price to pay for a subscription TV system. 

For a slightly less biased review of the same scenario: 

A $500 million or so program of capital expenditure to digitise the Foxtel cable pay TV network 
might never happen under the present regulatory environment, Telstra warns. Telstra has yet to agree 
on the future of digital plans on its cable network with its pay TV partners, News Limited and 
Publishing and Broadcasting, and indicated it would not invest in the upgrade if rivals could gain 
cheap access to offer their own service. The warning at a public hearing of the Productivity 
Commission into telecommunications, comes after the Australian Competition and Consumer 
Commission warned in March that cable operators had to prepare for open access to digital services or 
face regulation. The ACCC's push, along with comments from Communications Minister Senator 
Richard Alston flagging more powers for the ACCC in the telco sphere, has angered Telstra's 
executives. "Telstra cannot build a compelling business case for digitising the HFC (hybrid fibre 
co-axial) network so long as the threat of regulation remains," Telstra group managing director Bruce 
Akhurst said. "The ACCC has effectively issued a threat to cable owners, to either provide access or 
be regulated." He said Telstra would not invest in telecommunications infrastructure while there was 
uncertainty over regulatory plans. "No investor would ever be confident of their investment return, or 
even the criteria on which the ACCC decided to value the use of their asset," Mr Akhurst told the 
Productivity Commission hearing. Digital cable networks will allow more interactive services with the 
key piece of architecture being the set-top box, which could cost anywhere between $500 to $700. 
Foxtel has about 725,000 subscribers, making any upgrade a significant expense. But the ACCC's 
regulation prescription is unclear because there is uncertainty as to whether a declaration to open the 
digital network would include not only the cable but the set-top box too. ACCC chairman Allan Fels 
has said previously pay TV suppliers attempting to gain access to the cable controlled by Telstra and 
Foxtel had been blocked. He accused Telstra and Foxtel of frustrating "every effort to open up access 
to competitors". But Foxtel argues it is a TV business and not a carriage service provider and so its 
service, namely the set-top box and its customer management system, is not available to competitors at 
a wholesale access price. 

Meanwhile Foxtel appears to have employee problems with the safety of their work places as the 
following relates. Frustrated Foxtel workers call in Workcover Authority. Foxtel Call Centre 
employees, sick and tired of being ignored by management over the serious Occupational Health & 
Safety breaches they are expected to work under have decided to take the initiative and go directly to 
the Victorian Workcover Authority. Behind these doors lie flea infestations and other health risks for 
ASU members 

Just some of the Health & Safety issues that Management have done nothing about are too bright 
lighting, the glare levels being so high that Customer Service Consultants regularly have to wear 
sunglasses; air conditioning up so high that hats, scarves and coats are mandatory work attire even in 
the middle of Summer; not to mention the incessant bites from the countless fleas in the carpet. 

These conditions are unbelievable at any workplace, but when you think that this company is owned 
by 2 of the richest men in Australia, Kerry Packer and Rupert Murdoch, it is disgraceful to say the 
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least. While Foxtel does have an Occupational Health & Safety Committee, it is a toothless tiger 
stacked with a disproportionate number of management representatives, with just 3 Customer Service 
Consultant staff to represent over 500 Call Centre employees. The ASU delegates, after having 
exhausted all other avenues internally, have now taken the matter straight to Workcover to ask them to 
intervene. Foxtel has not only breached Occupational Health & Safety standards but is also in breach 
of the requirement to have a democratically elected and representative body. "We had no choice but to 
go to Workcover. Management claims to have an open door but when it comes to do anything about 
the issues raised they sit on their hands and do nothing that will cost them money. Even when it is 
putting the health and safety of their staff at risk" said Robyne Wellington an ASU delegate at Foxtel. 
Staff are determined to not stop fighting until the problems are addressed. (And this feedback from a 
former Foxtel employee at the Victoria call centre: “/t does not surprise me in the slightest to read 
about this happening. Whilst I know not many call centres are succeeding in the current business 
climate, the company is taking it to an extreme. I worked at Foxtel for just under a year and 
immediately realised they do not give a Sh!t about their employees. Management really needs to pull 
their finger out of their A55 and do something about It.. The best move I made was to leave Foxtel 
Customer Sales and Service Centre, along with the countless other number of staff who also left the 
time I was there and I'm sure are still leaving.” Very Angry (even still) 

At the opposite end of the Foxtel foodchain, News Corp founder Rupert Murdoch was having his 
own setbacks while still attempting to stitch together the world’s most extensive media conglomerate. 
Rupert in the sky with diamonds. \f he seizes America's satellite TV market, iiber-mogul Rupert 
Murdoch will rule the airwaves on earth and in heaven. But John McCain may shoot him down. If 
Rupert Murdoch were a superstitious man, he would surely suspect by now that his efforts to become a 
dominant player in North America's direct-broadcast satellite business were jinxed. After several 
aborted attempts at cracking the satellite TV market, stretching over an 18-year period, the 70-year-old 
media magnate finally seems close to finalizing a complicated deal with Hughes Electronics to merge 
its DirecTV with Murdoch's Sky Global empire to create a $70 billion public company. If those 
protracted negotiations do pay off (they already collapsed once in February), DirecTV would become 
the jewel in Murdoch's ever-growing satellite television crown. With a flag in every developed 
continent, Murdoch's broadcast satellite empire would have the global reach his competitors could 
only dream about. Convinced it's the answer to his cable competitors (most notably AOL Time 
Warner), as well as the foundation for the coming interactive television revolution, Murdoch has 
staked his News Corp.'s future to satellite TV. That's why the DirecTV deal, already nearly a year in 
the making, stands "as one of the most important of Murdoch's career," says Jimmy Schaeffler, 
television subscription analyst for the Carmel Group. 

But bids for world domination have a way of going awry. And just as Murdoch stands ready to 
exult, "Mine, all mine!" along comes Senator John McCain, R-Ariz., who recently announced that if 
Murdoch and Hughes come to terms, he would like to examine the merger to make sure it doesn't 
consolidate too much media power in the hands of one man. Murdoch's $30 billion media kingdom 
girdles the globe and includes vast chunks of American media, including the Fox network; 23 TV 
stations; the cable networks Fox News Channel, Fox Sports Net and FX; the film studio 20th Century 
Fox; the New York Post; and book publisher Harper Collins. The DirecTV deal would cement 
Murdoch's position as the most powerful media mogul on the planet. Not bad for someone who 
entered the business nearly half a century ago when he inherited two Australian newspapers from his 
father. But critics are concerned that the DirecTV deal would give Murdoch dictatorial powers over 
the country's news and information flow. Broadcast satellite has been cable TV's fiercest -- some 
would say its only real -- competitor. Would that still be the case if its largest player, DirecTV, were 
owned by a company with vast cable holdings, such as News Corp.? And as a brash conservative 
ideologue, Murdoch has never been timid about using his media properties, particularly his 
newspapers and TV networks, to help his political friends and hurt his foes. Fox News may trumpet its 
sense of balance, but this is the network that hired a cousin of George W. Bush's to track the votes 
state by state on Election Night, including Florida, which he called for Bush. (This helpful relative also 
found time to keep the Republican candidate up to speed on the latest electoral developments.) 
Murdoch also has a long record of kowtowing to China's dictatorship, including yanking the BBC's 
World Service Television from the China beam of a News Corp. satellite. Murdoch later conceded to 
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the New Yorker, "The BBC was driving [the Chinese regime] nuts. It wasn't worth it." Then there's the 
trashy tabloid tone to much of Murdoch's TV programming. Would Murdoch's domination of the 
broadcast satellite market further debase American television? But media mergers are not approved or 
rejected on the merits of the company's content. And until recently, the DirecTV deal, which analysts 
now expect to be completed within a matter of weeks, seemed to be in no danger. Speaking to 
reporters on a May 9 conference call, News Corp. president Peter Chernin said he saw no regulatory 
hurdles ahead. 

That was McCain's cue. The next day the influential Republican chairman of the Senate Commerce 
Committee announced that if and when the satellite merger was finalized, he would likely hold 
hearings to explore any anti-competitive implications. Murdoch's acquisition, declared McCain, could 
result in "a consolidation of power the likes of which this country has not seen since William 
Randolph Hearst." McCain's unexpected comment must have given Murdoch that old sinking feeling 
in his stomach. "Needless to say, luck has not been with him," says Schaeffler. "It's a concern any time 
the government sticks its nose in your business. It brings a lot of attention on your service and it means 
extra time and money on lobbyists and lawyers trying to get you results." Murdoch immediately 
downplayed the Hearst comparison by pointing to the size of his media competitors. "Look at AOL 
Time Warner. We're a fraction of the size of that, and indeed look at CBS/Viacom," he told CNBC 
during an interview. Of course neither of those behemoths was built by one man, and neither is 
controlled by one man, the way Murdoch assembled and today governs News Corp. 

On a related front, Murdoch’s NDS maintains there have been no successful “hacks” of any of their 
purpose designed satellite authorisation pay-TV systems. That is of course corporate hype as the 
following report illustrates. DirecTV is the US firm Murdoch is attempting to bring into his empire 
before leaving this earth. DirecTV Slaps 80 with Piracy Suit. Hoping to squelch continued piracy 
activities involving its digital satellite service, DirecTV Inc. filed a federal lawsuit against 80 people 
whom the company believes trafficked illegal theft equipment from Canada for sale in the United 
States. DirecTV alleged that the illegal equipment -- pirated access cards and reprogramming devices 
-- enabled viewers to unscramble and view programming without legal authorization. The El Segundo, 
Calif.-based company filed the complaint March 16 in the U.S. District Court, Central District of 
California. DirecTV alleged that 80 defendants bought the illegal gear from Quebec resident Reginald 
Scullion and his wife, Frances Callan. DirecTV, which is now approaching the 10 million-subscriber 
mark, said it won a $19 million federal judgement against the couple in January for illegal exportation 
of hacked technology from Canada to the United States, and the company alleged that those named in 
the latest complaint acted as dealers for Scullion and Callan. 'This aggressive action, against multiple 
defendants, underscores our steadfast commitment to protect the integrity of our signal,’ DirecTV vice 
president of signal security Larry Rissler said in a press release. DirecTV was successful in another 
prior suit against an international satellite-piracy ring, winning a $34 million judgement from a federal 
court in Seattle. Meanwhile, DirecTV said it will continue to disable illegally modified cards through 
electronic countermeasures. On Jan. 21, a week before Super Bowl XXXV, DirecTV dropped a ‘data 
bomb' in its broadcast signal to fry doctored conditional-access cards. At the time, DirecTV officials 
called the electronic counter measure ‘by far our most successful effort.’ Despite DirecT V’s success on 
what pirates have dubbed ‘Black Sunday,’ hackers have been undaunted in their efforts to circumvent 
those measures to steal the DBS company’s signals. Ever since the January attack, hacker Web sites 
have posted several ‘Black Sunday Fix’ advertisements, offering new technology designed to shield 
hackers from future data-bomb attacks by DirecTV. 

At one point Foxtel was seriously challenged by superior technology fielded by Optus. But Optus 
was unable to implement that technology, lost market share and then seemingly the will to compete 
with Foxtel in the TV business. C & W Optus appears to have ben sold (CTD#77) but there are 
hurdles remaining before that sale can be completed as the following shows. Optus to say yes to 
SingTel. More than 90,000 shareholders in Cable & Wireless Optus have been told by their 
independent directors to accept Singapore Telecommunications' $17.2 billion offer for their shares. It 
is set to be Australia's second largest corporate transaction, just days after shareholders accepted 
Australia's largest, the $57 billion BHP-Billiton merger. However, Optus's independent board 
members, John Morschel, Gavin Campbell, John Cloney, Greg Haustorfer and Sean Howard, have 
given a less than enthusiastic approval to the bid, largely because of the way SingTel's offer is 
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comprised. It includes cash and shares in SingTel which have fallen heavily since the bid was 
announced in late March. In what is described as a finely balanced decision, the independents say they 
will accept and sell their own Optus shares to SingTel. Sources said the decision to accept was a close 
call, given the independent expert's report from financial house Grant Samuel said the offer was 
reasonable but not fair. SingTel's shares have fallen from $S2.42 when the bid was launched to 
$1.75 days later. Grant Samuel's report indicates that SingTel's trading range of $S1.75 to $81.90 
meant the offer was not fair. However, it stressed SingTel's shares were only just below a trading range 
which would have given the SingTel offer the recommendation of fair. And the report gives some 
solace to Optus shareholders, saying SingTel is undervalued and predicting lift in SingTel's share price 
after the transaction, with a forecast range from Grant Samuel of $S1.80 to $82. The offer has three 
options but analysts are recommending Option B, which is 0.8 of a SingTel share and $2.25 in cash 
for each Optus share. Domestic institutional investors and foreign fund managers have told SingTel 
they will accept the offer. At a press conference in Sydney, Optus chief executive Chris Anderson and 
SingTel chief Lee Hsien Yang released SingTel's bidder statements, the independent expert's report 
and the "yes" recommendation from independent directors. The reports are expected to make much of 
the merged SingTel-Optus entity as a regional powerhouse with more than 7 million mobile phone 
subscribers, more than $10 billion in revenues and a market capitalisation of more than $33 billion, 
which puts it in the top 10 of Australian listed companies. The combined group also challenges 
Telstra's ambitions in the Asia-Pacific, with SingTel-Optus having a stake in the number one or two 
mobile phone player in Singapore, Australia, Thailand and the Philippines. Of the listed 
telecommunications companies outside Japan in the Asia-Pacific, the SingTel-Optus group will be one 
of the top five companies, with interests in 79 submarine cables, four regional satellites and domestic 
terrestrial networks. Under the offer, SingTel's shares will be listed on the ASX, but some weakness is 
expected as Australian fund managers with a mandate to invest only in Australia sell. The bid also still 
requires Foreign Investment Review Board approval, but still hinges on granting of a US export 
license. Singapore Telecommunications (Sing Tel) said it was confident of securing U.S. export 
licenses for sensitive military satellite technology that the Australian government now requires prior to 
approving Sing Tel’s acquisition of Cable & Wireless Optus (CWO). SingTel president and chief 
executive officer Lee Hsien Yang said his company had held discussions with the relevant government 
agencies in both Australia and the U.S.A. on the Optus C1 satellite. Scheduled for launch in 2003, 
Optus C1 will carry a classified Australian military telecommunications payload. More than half the 
satellite’s transponder capacity is reserved for the Australian military. The Australian Defense Force 
has raised concerns about having Optus Cl controlled by a company 78 percent owned by the 
Singaporean government. Lee said Sing Tel was committed to resolving issues with the Australian 
government via the Foreign Investment Review Board (FIRB). He said that discussions have 
progressed well and SingTel does not believe that there are any issues which cannot be resolved. Lee 
made these announcements following comments from the Australian government that its approval for 
the sales of CWO to Sing Tel depends on SingTel and Optus gaining U.S. export licenses for military 
satellite technology. American approval of these licenses can take up to three months. Licenses are 
needed for the Optus C1 platform and the transponders used to send, receive and encrypt information. 
CWO and Australia’s Department of Defense jointly own 52% of Optus Satellite Systems, CWO’s 
satellite subsidiary. Failure to secure the licenses will mean that FIRB will block Sing Tel’s purchase 
of CWO. Australian Defense Minister Peter Reith confirmed that government approval for the bid, via 
the FIRB depended on both Sing Tel and CWO gaining the U.S. export licenses. A proposed solution 
to the impasse would see only staff cleared by the Australian government allowed to operate sensitive 
equipment and Sing Tel staff removed from areas monitoring the satellite when it is used for military 
tasks. 

The continuing storm whipped up by Sing Tel’s US$8.5 billion acquisition of CWO, Australia’s 
second largest telecoms provider after Telstra Corporation, had affected the share prices of both 
companies and affected the Australian dollar. The Singapore stock market continued to be unkind to 
SingTel and CWO. SingTel’s stock hit a record low of S$1.66 on May 8 on concerns over the dilutive 
effect of new shares to be issued to finance the CWO purchase and on falling CWO shares. Shares of 
both companies, however, recovered the next day but have not seen the end of their weakness, 
according to financial analysts. They say that until the security issue has been resolved, the market will 
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continue to react negatively to reports that SingTel’s acquisition of CWO may be in trouble. SingTel 
said that the Singapore government had given up the special share that offered veto rights over major 
corporate decisions as part of SingTel's attempt to shake the perception it is state controlled. The 
Singaporean government’s 78 percent stake in Sing Tel is widely expected to fall after completion of 
the CWO deal. 

As CTD has reported in the last three issues, introduction of DVB-T (digital terrestrial television) by 
the five networks has not gone well as a technical exercise and fewer than 3,000 homes appear in 
Australia to have ventured into the new technology nationwide as of late May. Hand in hand with the 
introduction of digital terrestrial TV was to be something quite unusual and not yet attempted 
elsewhere in the world on a scale approaching the Australian plans. It is called ‘Datacasting’ and the 
government had high hopes of netting millions of dollars in new revenue by ‘selling’ off datacasting 
licences. Alas - The Federal Government has cancelled the auction of datacasting transmitter licences 
scheduled for May 21. The Minister for Communications, Information Technology and the Arts 
Richard Alston directed the Australian Communications Authority to cancel the auction after 
discussions with the three remaining bidders. Barwix, NTL and Australian Datacasting Corp were the 
only three of seven original bidders that remained in the auction after players such as Telstra and 
Fairfax pulled out in the early stages. Only NTL was bidding for a national licence and many of the 
lots were uncontested. The introduction of digital television on January 1 opened opportunities for 
interactive television and internet-style services through the television set, but the Government has 
been criticised by industry groups for its restrictive regulatory regime. Internet Industry Association 
executive director Peter Coroneos described the Government's approach to datacasting as akin to 
"auctioning prime CBD development space with the proviso that successful bidders can only erect a 
hot dog stand". Before the Government restricted the types of content datacasters could provide, the 
spectrum had been valued at up to $500 million. Senator Alston said a lack of competitive tension 
meant the Federal Government was unlikely to fetch a good price for the datacasting licences. The 
auction was likely to result in limited services for the consumer, with at least five markets with only 
one service provider. Senator Alston said the licences were originally intended to be valid for 10 
years, with an option to renew for a further five years, but he was concerned this could limit the 
potential for technological upgrade. Applicants had told the Government an early roll-out of 
datacasting services was in the public interest, but Senator Alston said this did not outweigh his 
concern about continuing the auction with the limited number of applicants. 

Introduction of digital terrestrial television has not caught on with consumers in any country in the 
world today; Australia’s unimpressive rate of take-up is not unusual, but is the norm. And, as 
governmemnt has specified a date when all existing analogue TV is scheduled to be turned off, what 
about those people who simply cannot or willnot make the “digital transition?” It is a question which 
dogs all countries at this time as CTD has recently reported in depth. Underprivileged Australians still 
left with conventional 1'V sets may find themselves tuned out when the analogue network is switched 
off in 2008. According to Australian Consumer Association's IT Policy Officer, Charles Britton, the 
federal government currently has no plans to close the digital divide when 2008 comes and provide 
free conversions to digital TV for lower income earners. “There is nothing in the pipeline at present," 
he said “and the country may not be ready for the change over from analogue to digital TV by 2008.” 
In April 2000, the Productivity Commission submitted a proposal to government to provide set-top 
boxes for the nation in anticipation of the conversion to digital TV. However, Britton says the 
government knocked back the proposal. Although it would not be entirely feasible for the government 
to hand out free digital set-tops to every household, consumer groups say an initiative to help deprived 
areas be a part of the conversion to digital clearly would. "There seems to be no plan, the whole 
analogue switch off hasn't been planned well, they seem to have plucked a date out of the air," Britton 
said. Finding solutions to the issues involved in switching the public to a digital signal is not simple. 
"It all depends on the commercial developments, the technology could become cheaper," Britton said. 
However, he believes the public won't take kindly to being told to buy a new TV in 2008, or even 
later. 

Difficulties in the marketplace for Australian TV providers is not limited to the home turf. Nine 
Network has been “playing” in India for several years, having acquired for payment prime time 
television hours which it programs for the national Doordarshan network. By selling the commercial 
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time within the hours it programmes, Nine hoped to make a profit. It appears not to be going well. 
Even as Nine Network, a joint venture between HFCL and Kerry Packer’s Channel Nine, has sent a 
fresh proposal with a set of conditions to Prasar Bharati in order to remain on the DD Metro platform, 
the state broadcaster is not in a mood to budge from its current stand. Although earlier Nine Network 
was completely against Prasar Bharati’s move to extend its contract by only 18 months, now it is 
re-considering the offer, but with the conditions that it has laid down. However, reacting to the new 
conditions sought by Ms Ravina Kohli, CEO, Nine Network, a DD official says: ‘Negotiation is not 
possible. If Nine Network agrees to come on the DD Metro platform, it must come on the existing 
terms and conditions laid down by Prasar Bharati.’’ The official adds that Prasar Bharati would wait 
for a few more days for a final reply from Nine Network. “‘If the deal between Nine Network and DD 
Metro does not materialise shortly, we'll announce a fresh bid for the DD Metro slot that Nine 
Network is occupying,’ he says. Nine Network has its contract with DD Metro until October this year. 

As per the present set of norms, Ms Kohli’s network has three-and-a-half hours of slot on DD Metro 
from 7 p.m onwards. Nine has a three-hour slot on DD Metro under Rs 121-crore agreement with 
Doordarshan. Now, according to sources, the Network wants some additional hours per week on DD 
Metro. The other conditions that Nine has sought include more free commercial time, flexibility in 
programming and co-branding. Earlier, Nine Network had rejected the Prasar Bharati offer of an 
18-month extension. Nine was insistent on a long-term extension of contract, at least for five years, but 
Prasar Bharati stuck to its ground. Now that Nine is reviewing its business plans following its 
proposed merger with Balaji Telefilms not taking off, it is into another round of discussions with 
Prasar Bharati. Balaji Telefilms and Nine Networks, a wholly owned subsidiary of HFCL-Nine 
Broadcasting, have decided to call off their merger. Both the companies have formally announced the 
decision not to go ahead with the merger. The boards of Balaji Telefilms and HFCL-Nine 
Broadcasting met to deliberate on the issue and reviewed the strategic alliance. However, despite a 
break-up of merger plans, Balaji would continue to be content provider for the Nine Gold slot on DD 
Metro. In a joint statement, the companies said HFCL-Nine would focus on existing broadcasting 
activity and not go in for acquisition of stake in content production. 


Life is not rosey in the Internet world either 

Increasingly, there is a belief - some say fear - that “the age of television” is passing, the importance 
which people attach to the omni-presence of “the box” is waning. But if this is so - what will replace 
the TV tube in the home as the new object of affection? Many would quickly respond, “Internet.” 
Perhaps this is not true either. Has the web's audience peaked? Inspite of the dismal fate of Internet 
retailers and their counterparts on the business-to-business front, it seemed inevitable a steady supply 
of new customers would stampede onto the Web. That may yet happen, but the stampede seems to 
have slowed, at least temporarily. A recent report by Telecommunications Reports International, a 
Washington research firm, said the number of residential Internet customers declined 0.3 percent last 
quarter, to 68.5 million. It was the first such decline since the company began tracking online use in 
1980, when it monitored users of the Source and MicroNet, a predecessor of CompuServe. The 
report's author, Gary H. Arlen, who is also president of Arlen Communications, a consulting firm, 
wrote that last quarter's decline was "a statistical aberration," stemming from the demise of free 
Internet providers like Spinway and 1stUp, which had served millions of customers before shutting 
down last year. Indeed, while the number of subscribers to free Internet services dropped 19 percent, 
to 10.3 million, in the first three months of this year, the number of paid Internet users increased. Paid 
dial-up Internet providers added nearly 8 percent in subscribers in the period, while cable modem 
providers added 18 percent, and digital subscriber line, or D.S.L., services added 2 percent. Still, the 
pace of Internet adoption is slowing, said Amy Fickling, who edits a quarterly census of online use for 
Telecommunications Reports. The slowing economy could be a factor. "We try not to analyze the 
behavior behind the hard numbers," she said, "but we've found that the number of users tends to track 
what the general economy is doing." The results of the latest census are also noteworthy, Ms. Fickling 
said, because in years past, the post-holiday months have brought brisk business to Internet providers. 
"There's usually a real uptick in the first quarter because of the deals that computer manufacturers have 
worked out with I.S.P.'s," she said, using industry shorthand for Internet service providers. "That just 
didn't happen this time around." One reason is that consumers have been buying PC's at a slower rate 
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than in the boom times of the late 90's. Whatever the cause, Ms. Fickling said, she thought the total 
Internet audience was about to reach saturation. "There may be some shifting around in the numbers, 
as far as how they access the Internet," she said. "But I don't expect the total audience to keep 
growing." 

Ms. Fickling's views are not necessarily shared by other Internet consultants. Forrester Research, for 
example, predicts that the total number of United States households connected to the Internet will start 
to level off in 2004, at 70 million, or about two-thirds of the homes in the nation. And James 
McQuivey, a Forrester research director, predicts that 80 percent of households will eventually be 
online. Mr. McQuivey also cautioned against reading too much into the declining number of users of 
free Internet providers because two-thirds of those were also subscribers to paid Internet services. "The 
drop in those who switched off their free I.S.P.'s was made up for by the increase in the paid 
subscribers" in the first part of this year, he said. A trend will be clearer by the summer, he said, but 
for now, "the growth is continuing." 

Executives at AOL Time Warner give little credence to the notion of a slowdown in Internet 
connectivity. Marshall Cohen, a senior vice president at AOL Time Warner, said AOL added six 
million subscribers in the last year, pushing membership over 28 million. "We can't wire all of 
America, but when you add everything up, like satellite and cable modems, it'll certainly be up there." 
And Mr. Cohen doesn't think the economy's slowdown will stall that growth, either. "Even in these 
times, people will give up other things, like going out," he said. "But the things that are almost a 
necessity will be pretty safe." 

Lauren Levitan, an analyst with the investment bank Robertson Stephens, said the recent change in 
Internet connectivity patterns "is just a normalization of the curve." "The spikes we were seeing were 
stimulated by irrational behavior," Ms. Levitan said, pointing to the free I.S.P.'s as an example of 
irrational business model. But even if there is a slowdown in new residential Internet connections, she 
said, "the amount of time people spend on the Web every day will be a far more important statistic 
over time." 

High-speed connections like cable modems and D.S.L. have held out much promise, Ms. Levitan 
said, but that promise remains unfulfilled. Though people generally spend more time on the Internet 
when they have these so-called broadband connections, she said, the number who have subscribed to 
these services has lagged behind most predictions. Even with such a comparatively slow adoption of 
broadband connections, though, people with Internet access have been using the medium more. 
According to Jupiter Media Metrix, those with Internet connections both at home and at work spent an 
average of 19 hours a month on the Web in January, an increase of 18 minutes from October. Those 
with Web access only at work used it about 14 hours a month in January, a decrease of 19 minutes 
from October. But those with only home connections spent 15 hours a month in January, an increase 
of 27 minutes. If Ms. Levitan's hypothesis is correct, e-commerce companies need not worry about 
the prospect of a slowdown in residential Internet use. Greg Drew, the chief executive of 800.com, an 
Internet retailer, noted that "While Internet users are still growing in numbers, the growth on a 
percentage basis has declined pretty dramatically." Though this can be expected from any medium that 
is approaching maturity, Mr. Drew said, he finds solace in other statistics, suggesting that more than 
half of those online have been online for more than two years. 

"Our experience is that, as someone has more experience online, they feel more comfortable 
engaging in e- commerce," Mr. Drew said. "So even though the growth has slowed, the penetration of 
sales for those customers is still growing at a very nice pace." Nonetheless, Mr. Drew said, 800.com 
had hedged its bets against a possible plateau in the Internet population by doing what many other 
Internet retailers were doing: mailing catalogs. Last week, for instance, it mailed its second catalog to 
more than a million homes. "It does protect us," Mr. Drew said. "We think there's enough headroom in 
the Internet as a channel that we can continue to grow pretty aggressively, but the catalog activities will 
continue to bolster our growth." For traditional merchants that have invested heavily in the Web, the 
prospect of a flattening of Internet growth poses even less of a problem. Tracy Wan, president of the 
Sharper Image, the specialty retailer, said the number of Internet users "would have to drop a lot for us 
to worry." To reach a broader customer base, Ms. Wan said, the company is building more stores 
while also mailing out more catalogs. Meanwhile, about half of her Web site's customers are new to 
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Sharper Image. "As | reach my potential customers," she said, "they see more potential to shop with 
us, whether it's on the dot-com, or with a call, or in the bricks-and-mortar." 

If Internet useage is declining, or has reached a plateau worldwide, this would appear not to be the 
case at present in Australia as the following report describes. Australia leaps to third place in Internet 
use. More than half of all Australian homes have at least one computer while one third of all homes 
have Internet access, according to figures released by the Australian Bureau of Statistics (ABS). The 
growth in both computer and Internet access accelerated in 2000 making Australia the third highest per 
capita user of the Internet behind Sweden and the US. The ABS said that the number of homes with 
Internet access jumped by 793,000 or 52% in 2000, compared with 454,000 (42%) the previous year. 
Home computer access grew by 439,000 (13%) compared with 284,000 (9%) in 1999. The ABS said 
53% of all households now have a computer, while 33% of all homes are hooked up to the Internet. 
The survey also found that 61% of all households have access to a mobile phone in 2000, up from 
45% two years earlier. Home Internet use in 2000 was most popular for e-mail or chat rooms (68%), 
general browsing (57%) and finding work-related information (36%). Only 26% used the Internet to 
find information on goods and services. 

Internet’s growth has been both a boon to and a source of great technical challenge for the world’s 
telephone network service providers. One of the largest, (British) BT, is facing a serious cash crunch in 
attempting to maintain its network at an operating level sufficient to handle the increased Internet 
traffic. BY’ to break up, launches record share issue. British Telecomhas announced a break-up of the 
group and a record-busting multi-billion-pound issue of new shares in an effort to reduce its crippling 
debt burden. In its most radical shake-up since privatisation in 1984, BT said it would hive off its 
mobile telephony business, BT Wireless, and relaunch itself as Future BT. BT Wireless would be listed 
separately on the London stock exchange, it said in a statement. BT launched a 5.9-billion-pound ($8.4 
billion) issue of fresh stock to existing shareholders, known as a rights issue, at a cut-price level of 300 
pence per share - a discount of 47 per cent from the previous day's closing price. 

The rights issue, in which a company goes cap-in-hand to shareholders for extra cash, is the biggest 
in British history. BT said it was also in talks with US giant AT&T over a possible sale of its stake in 
joint venture Concert, which targets multinational business customers. The sale could include BT 
Ignite, which includes BT's European business services, BT said. A separate sale of its directories arm, 
Yell, was also under consideration pending regulatory approval, it added. The sale would signal a 
further retreat by BT from the international scene, having agreed earlier this month to sell off assets in 
Japan, Spain and Malaysia. "We have tightened our geographic focus to the UK and Western 
European growth markets and our disposal programme is going well and according to plan," said 
chairman Sir Christopher Bland. Bland took the helm from Sir Iain Vallance who last month bowed to 
pressure to step down. Shares in the company fell 5.3 per cent to 538 pence as investors braced for a 
flood of new paper on the market and news BT was freezing dividend payments until the end of 2002. 
Credit rating agency Standard and Poor's immediately responded to the new BT strategy by 
downgrading its rating. BT's long-term ratings were cut to "A-minus" from "A" and its short-term 
ratings fell to "A-2" from "A-1", it said in a statement. 

"The demerger of the company's wholly owned wireless assets, as well as the sale of some of its 
minority interests in other wireless assets, removes the most significant streams of future revenue and 
earnings growth previously attributable to BT," Standard and Poor's said. BT is not alone in facing a 
hostile market: telecoms companies across the globe are struggling to raise cash as investors baulk at 
the vast sums of money spent on the future of mobile telephony. The group said the funds raised from 
the rights issue, combined with cash from recent disposals, would allow BT to meet its debt reduction 
target of 10 billion pounds by the end of the year. BT Wireless would assume some of the group's 
debts, leaving Future BT with a new debt target of 15-20 billion pounds by March 2002, it said. 


Odds and ends that will not change your lifestyle 
There is something very visual attached to the following message exchange extracted from Internet. 
Most of us have heard of dry rot, and wet rot, and even crotch rot. Now there is “disc rot.” 
Subject: Disc Rot and Columbia Tristar...again. 
| have finally (after more than two months) received a response from Columbia Tristar regarding my 
Silverado CE DVD which was suffering from disc rot. It seems that CT are indeed trying to pass the 
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buck, and not accept any responsibility. | have pasted below the email | received and my responses 
to it for everyones info. 

> 

> To: "Rob Bauer" 

> Subject: Re: Silverado CE 

> Dear Rob, 

> Sorry for the delay in responding. 

Apology accepted, although | do suggest you buck up your act. A major 
company such as Columbia Tristar failing to answer it's email for over two 
months isn't very professional. 

>This sounds more like a manufacturing fault rather than >dvd rot. 


And what exactly would you call DVD Rot? | would say that a 

manufacturing fault is exactly what you'd call it. And you don't get a more classic 

case of disc rot, than the one | described to you. Disc rot is when the two layers of a dual layered 
disc start to separate. This renders the second layer of the disc unplayable. It 

doesn't always manifest itself immediately, but rather after a few plays - probably because the heat of 
the player weakens the already faulty adhesive that binds the layers together. 

>We suggest you return this disc to your place of purchase for a replacement. 

Since it took over two months to get a response from you guys, that is what | was forced to do. But, | 
fail to see how it is the retailers responsibilty to replace the disc when the problem has obviously 
occurred further up the food chain. Let me ask you this. What would | do if the place | purchased the 
disc from, had since gone out of business? If you as distributors won't accept any responsibilty, then 
I'd be left with no recourse at all. I'd have a faulty disc, through no fault of my own, and be stuck with 
it. As it turned out, the place | purchased it from (DVD Planet.com.au) had closed down, but was still 
taking enquiries regarding order problems. They couldn't replace the disc, but instead offered me a 
refund. However, if I'd waited just a few weeks more, I'd have been out of luck with them as well. 
DVD Rot is of MAJOR concern to DVD collectors the world over. It is a regular discussion point on 
the aus.dvd newsgroup. Several people from this group have reported that they have had their faulty 
discs replaced by the distributor - namely Twentieth Century Fox. It would be sad to know that 
Columbia Tristar are adopting the head in the sand attitude where others are 

acknowledging the problem exists. 


> Actually Rob, | think you're wrong here. ‘Disc Rot' has been around for a long time. Think back 10 
years to LD's... Anyway, Disc Rot is when the metal inside the disc starts to oxidise from contact with 
air caused by the separation of the laminate. This was easy to do with LD's as they are fairly big and 
tend to flex a bit if you're not careful. With DVD's, if they aren't carefully unclipped from the case, 
then the same will happen. 'Disc Rot' and ‘Manufacturing Fault' are two separate things. True, a 
manufacturing fault can lead to disc rot, but disc rot can also occur from bad handling of a perfectly 
good disc. Now, for problems to happen this quick, it would point to a manufacturing fault rather than 
disc rot, as oxidisation takes a while to occur. 


Russia's Proton Successfully Places PAS 10 in Orbit 

PanAmSat is the largest non-Intelsat operator of satellites in the world. But many of their launches 
have been less that totally successful, and several of their satellites have not operated as planned. 
PAS-8, for example, serving the Pacific and Asia has significant operational problems. PAS-10, if it 
checks out over the next few months, will assume the important role of providing one-hop service 
between Europe, Asia and Africa from 68.5E. Of special interest for Australia - PAS-10 has newly 
designed coverage beams that includes virtually all of Australia on C-band with powerful signals 
capable of serving dishes down to 2m in size. 

Russia’s heavy lift Proton-K rocket successfully placed PanAmSat’s PAS 10 satellite into 
geosynchronous orbit in the first mission of the year for International Launch Services (ILS). The 
Proton lifted off from Russia’s Baikonur Cosmodrome in Kazakhstan and placed PAS10 into orbit 10 
minutes later. The satellite's first signals were received about six-and-a-half hours later at 
Hartebeesthoek in South Africa, confirming that systems are operating normally. PAS 10, built for 
PanAmSat Corporation by Boeing Satellite Systems (BSS), a unit of The Boeing Company, is the 
sixth Boeing satellite delivered to PanAmSat in 17 months. Users of the satellite include CNN, BBC, 
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ESPN and entertainment channels Nickelodeon and MTV. PAS 10 will provide international services 
to Asia, Africa, the Middle East and Europe from 68.5 degrees East longitude. PAS-10 operates with a 
total of 48 active transponders, 24 in C-band and 24 in Ku-band. By mid-year, PanAmSat will have 
more than 900 transponders providing satellite-based video and data broadcasting services. 


"We don't have a date/time for traffic transition from PAS4 to PAS10 set yet, since we just launched 
PAS1O. It looks like the transition will happen in late-July to early-August. With the launch, PAS10 is 
not operating yet at 68.5 since we are in the middle of on-orbit test at another orbital location. When it 
does arrive, the beacon frequencies are Ku-band. They are: 

42.7495 GHz, horizontal pol; 11.699 GHz, vertical pol. 
Indian cable - satellite fed services competition turns up a notch 

India holds the potential to be the largest cable + satellite market in the world (actually, China could 
easily outpace India but the severe restrictions on importation of programme content will throttle 
growth on a world scale for decades to come). India is today’s “cable and satellite wild west” where 
differences of opinion and business challenges are settled with little regard for law and order. But 
times are changing, and in particular, previously free-to-air services that depended upon endowments 
and advertising to stay on the air are making a shift to encryption and pay. The most immediate impact 
is on the 50,000-plus “small” cable operators who have built businesses based upon free-to-them 
programming channels which in turn they have onsold to cable homes for a pittance of what similar or 
identical programming sells for elsewhere in the world. Cable customers have grown accustomed to 
bargain basement pricing for cable channel packages, and the change to higher prices is likely to have 
significant repurcussions throughout India. But right now it is all new and nobody knows how it will 
play out. 

Sony has finally decided to shun it’s free-to-air mode. Come July, Sony is becoming a pay channel. 
The channel subscription rate is being pegged at Rs 8 per subcriber on a per month basis. This is being 
seen as a swift move in the cable distribution circuit as Sony is keen to boost the overall subscription 
revenues of it’s driver channel. Additionally, the channel is also digitising it’s operations. AXN and 
SET Max are the two channels in the Sony bouquet which are already being beamed into the cable and 
satellite households as pay channels. Sony is also distributing the stock market news channel-CNBC in 
the country. The prevailing subscription rates for AXN and SET Max are Rs 5 and Rs 5.75, whereas, 
CNBC is being distributed at Rs 4 per subscriber per month. The Sony bouquet package rate will now 
hover around Rs 23 after Sony is finally launched as a digital-pay channel in July. According to 
sources, Sony has already approached the major MSOs for negotiating the subscription rate for the pay 
channel. Among other negotiations, the distribution of Sony decoder receivers to the cable operators is 
also being discussed. Expectedly, the independent cable networks and the major MSOs like Siticable, 
Wincable and Incable are not exactly thrilled with yet another major entertainment channel taking the 
pay route. According to a senior official at Wincable, while most prominent channels like Star, Sony, 
Zee, Discovery and Turner International channels now in the pay domain, subcription revenue 
collections become more difficult. 

"With so many channels going the pay route and frequent hikes in the subscription rates, collections 
at the consumer-end is a tall task for all of us," an official said. The MSOs have been assisting the 
channels to educate the subscribers about such hikes and persuade them to cough up the suscription 
fees. Incidentally, the suscription rate hikes and instances of channels going pay for the first time have 
been opposed by the independent cable operators and MSOs via arm twisting tactics leading to virtual 
black-out of the channel from their network of C&S homes. STAR and Discovery have faced such 
black-outs at the hands of the MSOs in the past when they increased their subscription rates. 

Zee turns aggressive with 3 packages for pay channels. ZEE Network has worked out three 
packages for its pay channel bouquet to cable operators. While the entire 15-channel package 
including the Alpha language channels will cost Rs 30 per subscriber, the four-channel combination of 
Zee TV, Zee News and any other two channels will be priced at Rs 22. This will, however, include the 
complimentary channels Zee Music, Asianet Bharati, Urdu Television Network and ZedTV. Asianet 
Kaveri will be a pay channel. Cable operators will also have the option of paying Rs 25 for all the 
channels and only one Alpha regional channel. Zee has four regional language channels, Alpha 
Punjabi, Gujarati, Marathi and Bangla. While in metro cities cable operators are likely to take the 
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entire group of Alpha channels, in smaller towns they may prefer to have only the language channel of 
the state. Zee Network has currently fed the cable networks with 4,500 decoder boxes. The initial 
focus will be in urban areas where the target is to reach a distribution of 5,500 decoders. Zee has the 
ambitious aim to seed the market with 10,000 boxes over a period of six months, which media 
analysts feel is too high a figure for such a short time.” We will first feed the urban areas. We will start 
supplying the boxes to the existing cable networks who have already taken our pay TV service” said a 
source in Zee Network. The boxes are priced at Rs 14,000. Cable operators can pay in two 
instalments of Rs 7,000 each within six months. Zee is using the Philips decoder boxes. Zee TV as a 
standalone channel will cost Rs 16 per subscriber. The decision to price it so high has been taken with 
the aim to position Zee TV as a channel which will move the entire pay-TV bouquet. Incidentally, Zee 
TV will cost higher than ESPN and Star Sports. They are channels with seasonal demands, depending 
on the live events they telecast. Zee TV, on the other hand, will provide round-the-clock entertainment. 
Zee plans to increase its bouquet of channels. The Telugu channel will be launched within two 
months. Small cable operators who have not been carrying Zee Network’s existing group of pay 
channels may initially drop out Zee TV and follow a wait and watch policy. If there is a consumer 
pull, they will carry Zee TV which has so far been running on their cable networks as a free-to-air 
channel. But those operators who are already carrying Zee’s pay channels are likely to migrate to the 
new bouquet, though they are sure to bargain on the rates. 

CNBC India looks to beef up evening band, launches ‘Storyboard’. As part of continuing efforts to 
expand its viewership base in the critical 8 pm to 11 pm evening band, CNBC India has announced the 
launch of Storyboard - aimed at the advertising community. The first episodes of Storyboard airs 
Saturdays at 8 pm with a repeat telecast at 11 pm. The episode is screened again on Sundays at 11:30 
am and 8 pm. Haresh Chawla, CEO CNBC India, says: "There was a felt need to spice up our 
programming in the evening. So, we introduced the evening Executive Suite band for senior and 
middle management executives with a slew of new shows. Storyboard is the latest in the line-up and 
there are more such interesting shows in the pipeline." According to Chawla, Storyboard’s primary 
focus is to explore what goes on in the advertising world - the latest campaigns, advertising pitches, 
wins and losses, analyse strategies, delve into issues that concern and influence consumers. With the 
launch of Storyboard, the number of India-centric programmes on the channel goes up to 21. Chawla 
said at present CNBC India had 10 hours of India-centric programmes on air which would goup to an 
optimum of 10-and-a-half-hours, not more. 

And finally this death notice for the short life of ALIVE TV, a Hong Kong based service that 
attempted to be distributed free to air (on AsiaSat 3) by cable services throughout Asia. The service 
launched in November 2000 - ran out of steam in mid-May 2001. 

Alive Networks, a pan-Asian media company dedicated to travel information and services distributed 
via TV, the Web, mobile devices and printed travel guides, has gone into liquidation following failure 
to secure new financing. "Our own funding, as well as our ability to raise additional funds, has been 
crippled by the current worldwide market downturn and lack of investor appetite for new and 
innovative businesses," said Chairman-CEO Ian Henry and co-founder of chinadot corporation, in a 
statement. Founded last November in Hong Kong by Mr. Henry, an Asian Internet veteran, Alive 
Networks focused on Asian travel and leisure including holidays and special activity options, 
destinations, food, adventure, shopping, fashion and style throughout Asia - a region rich with 
travel-related opportunities. Just weeks ago, Alive completed its first major distribution deal with the 
broadband satellite service Pacific Century Matrix, a TV and telecom convergence joint venture 
between Pacific Century Group and European Aeronautic Defense and Space Company. Mr. Henry 
also recruited an experienced management, including COO Doug Gaultier, a veteran of the Hong 
Kong Tourism Association with broadcasting experience; Richard Gocher, director-ad sales, an 
advertising industry veteran; Michelle Ching, deputy director, advertising sales who was previously 
group account director-regional sales, MTV Networks Asia; and Anthony Dobson, marketing services 
director, advertising sales, who joined Alive from Turner International, where he was VP, research & 
strategic planning in Hong Kong. 

Sometimes experienced people and a quality concept are not enough. 
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